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HAITI: KEY ECONOMIC INDICATORS 


(All Values in US$ million and represent period averages 
unless otherwise indicated) 


Exchange Rate: US$1.00 = 5.00 Gourdes 


FY84 FY85 
INCOME, PRODUCTION AND EMPLOYMENT 


GDP at current prices (billion $) 

Per capita GDP, current prices 

Per capita GDP, real annual change (%) 
Industrial wage index (1981 = 100) 


MONEY AND PRICES 


Money and quasi-money supply 
Interest rates, ] yr. C.D. (%) 
Consumer price index (1976 = 100) 
Gross official reserves 

(weeks of imports) 
Gold and foreign exchange reserves 


BALANCE OF PAYMENTS AND TRADE 


External debt (%GDP) 35. 
Annual debt service (% exp goods & svcs) te 
Overall balance of payments ~ 12. 
Balance of trade -122. 
Exports, FOB 229 
U.S. share (%) 55 
Imports, CIF -352. 
U.S. share (%) 50 
Main imports from U.S., 1984 
Electrical machinery $68 
Wearing apparel parts 33. 
Animal & vegetable oils 30. 
Grains 21. 
Games & sporting goods parts 18. 
General merchandise 16 
Industrial ceramics 12: 
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All statistics are from IMF, World Bank, USAID or U.S. Department of 
Commerce sources. 





I. SUMMARY 


There were sweeping changes in Haiti last year. On February 7, 
1986, President for Life Jean-Claude Duvalier fled Haiti after 
several months of growing civil disorder, ending almost 30 years of 
repressive Duvalier family rule. The tide of popular discontent 
that finally drove the Duvalier regime from power was rooted 
primarily in the worsening economic jot of the average Haitian. In 
view of Haiti's historical traditions in periods immediately 
following the overthrow of a dictator, the transition has been 
comparatively smooth thus far. However, in the months following the 
change in government, there have been periodic political 
demonstrations, and Haitian and foreign firms have experienced a 
series of vocal, wild cat strikes which hurt the country's 
investment image abroad. Many Haitians remain frustrated in that 
their perhpas unrealistic expectations for a much improved standard 
of living, because of the fall of the Duvalier regime, have not 
materialized. Haiti's major source of foreign exchange and 
employment, the export assembly sector, suffered an estimated loss 
of 12,000 jobs, and real GDP growth dropped by about 1.4 percent for 
FY 1986. The lack of employment opportunities remains Haiti's 
immediate problem. 


All the same, Haitian wage rates remain among the most attractive in 
the Caribbean. The newly installed National Council of Government 
(CNG, the French initials) has come out foursquare in favor of 
foreign investment and private enterprise as being vital for Haiti's 
future development. To be fair, the CNG and the Haitian people are 
undergoing a learning process as the country moves towards 


democratic rule for the first time in 30 years. And certainly, so 
far, there has been no direct threat to foreign investors. Provided 
that political stability continues to take root over the next year, 
GDP could grow on the order of 4 to 5 percent during FY 1987. 


In the short time it has been in office, the CNG has undertaken a 
series of bold and positive economic reforms that are essential for 
long-term sustained growth. These steps include liberalization of 
international trade, elimination of certain monopolies, passing of 
new income trade law, fiscalization of taxes and expenditures that 
were outside the budget, and stricter auditing of government 
expenditures. 


These steps on the part of the Government of Haiti have in turn led 
to renewed interest in the international community to increase 
assistance to Haiti. For its part, the U.S. Agency for 
International Development (USAID) budget for Haiti will increase 
from $47 million at the beginning of FY 1986 to over $100 million 
for FY 1987. This increase is remarkable in light of Gramm-Rudman 
mandated cutbacks in the U.S. budget. 
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Another positive step for Haiti was the textile agreement reached in 
September 1986 under section 807A of the U.S. tariff law. This 
agreement allows Haiti to export to the United States garments 
produced from U.S.-made and cut clothes under guaranteed access 
levels (GALS) rather than more restictive quotas. Given Haiti's 
past success in attracting labor intensive garment and textile 
investments, this agreement could result in a two-thirds increase 
over existing employment and production levels. 


While the country's poverty and foreign exchange shortage hamper the 
growth of imports, long-term prospects for investment in the export 
assembly sector remain good provided labor remains eager to work. 
Wage rates are attrative for labor intensive operations. The 
proximity of Haiti to North America means that visiting 
busiresspeople's travel time is counted in hours rather than in 
days. Because the vast majority of raw material input are 
U.S.-sourced, investment in Haiti benefits U.S. balance of 

payments. Haiti's entrepreneurs and managers are familiar with the 
U.S. market and are usually fluent in English. Both the Haitian 
government and people are generally well disposed to foreigners and 
foreign investment. The Caribbean Basin Initiative (CBI) and U.S. 
807 and 807A tariff programs provide for preferential treatment of 
most of Haiti's assembled exports to the United States. Best 
prospects for U.S. exporters include equipment and raw materials for 
the electronics, garment and sporting goods industries in the export 
assembly sector. 


II. ECONOMIC CONDITIONS AND TRENDS 


Geography and Population. The Republic of Haiti is located 750 
miles southeast of Miami, sharing the island of Hispaniola with the 
Dominican Republic. About 6 million persons live in an area the 
approximate size of Maryland. Although the climate is tropical, the 
primarily mountainous countryside suffers from large-scale 
deforestation and erosion. Haiti is the poorest country in the 
“estern Hemisphere and one of the poorest in the world. Life 
expectancy is 54 years. GDP per capita is $380, with an estimated 
85 percent of the population living in absolute poverty. Adult 
literacy is 23 percent, and only about 13 percent of the population 
has access to potable water. Malnutrition and infectious disease 
are widespread among the poor in Haiti. 





Government and Political Stability. The mixed civilian-military CNG 
replaced President for Life Jean-Claude Duvalier on February 7, 


1986. The president of the Government of Haiti is LTG Henri Namphy, 
a career army officer. The CNG has made clear that its goal is to 
provide a transition to democratic rule culminating in the 
inauguration of a popularly elected president on February 7, 1988. 
In June 1986, the CNG issued an ambitious and comprehensive election 
calender, which has been followed to date, that includes elections 
for members of a constitutional assembly, local officials, 
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a national legislature, and the President. The CNG abolished the 
Duvalierist constitution and is ruling the country by decree while a 
new constitution is being drafted. CNG decrees have defined the 
powers and freedom of the press and those requirements that 
political parties must follow in order to obtain official status. 

At present there are literally dozens of political parties, from 
left to right across the political spectrum, freely operating in 
Haiti. Haitians now enjoy freedoms of expression, of the press, and 
of association that did not exist under the Duvalier regime. Soon 
after assuming power, the CNG forthrightly stated its attitudes in 
favor of private enterprise and recognized the value of foreign 
investment to Haiti's economic growth. 


Infrastructure. Electricite d'Haiti (EDH) is the state-owned public 
utility. EDH generates power for Port-au-Prince from both fuel 
oil-fired plants and hydroelectric facilities. In 1985 a lack of 
foreign exchange resulted in fuel oi] storages which, coupled with 
continuing maintenance efforts, resulted in occasional power 
outages. In 1986 the energy situation improved through better 
Haitian government management of scarce foreign exchange, increased 
use of hydropower and lower world oil prices. At 14 cents per 
kilowatt/hour, electricity costs are among the highest in the 
Caribbean for industrial users. However, since most operations are 
labor intensive, reliability of supply is more important than 
costs. Many industrial plants rely on backup generators to supply 
electricity during occasional blackouts. Both the Inter-American 
Development Bank (IDB) and Canada have expressed interest in 
assisting EDH. 


Only 600 kilometers of Haiti's 3,000 kilometer road net are paved. 


Two-lane national highways link Port-au-Prince with Gonaives and 
Cap-Haitien to the north and with Jacmel and Les Cayes to the 

south. Four-wheel-drive vehicles are essential for off-highway 
travel. Most road work is performed with U.S. and other foreign 
development assistance. There is no regularly scheduled bus or 
truck transportation which meets U.S. standards either within 
Port-au-Prince or between Port-au-Prince and the country's 

interior. Gaily colored jitnies in various states of repair, called 
taps-taps, ply the roads with passengers and cargo. A major problem 
for employees in Port-au-Prince involves transportation to and from 
work. Commuting can absorb 25-30 percent of an average worker's 
daily wages. There is a single, poorly maintained rail line leading 
northward out of Port-au-Prince along the coast, which only operates 
intermittently for a local sugar refinery. 


Port-au-Prince International Airport is Haiti's only major airport 
offering regular international passenger and cargo service. The 
airport's runway has been upgraded with French assistance and can 
handle jumbo jets. Air passenger and cargo service within the 
country is limited to small aircraft charters. Eastern and Pan 
American Airlines offer daily nonstop service between Port-au-Prince 
and Miami and American Airlines services New York City. ALM also 
flies between both cities and Port-au-Prince. 
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There are weekly Air France flights to Paris and Miami and an Aire 
Canada flight to Montreal. Several airlines provide service to 
various Caribbean destinations including a daily Pan American flight 
to Santo Domingo and several flights per week to Puerto Rico. 
Haitian air cargo operators fly to the United Sates and Puerto Rico 
from Port-au-Prince. Air freight is used by electronic assembly 
firms and agribusinesses to export goods with a high value to weight 


ratio. 


Port-au-Prince is also the site of the country's only seaport with 
container and roll-on/roll-off facilities. There are regular 
sailings between Port-au-Prince and Miami and other ports in the 
Caribbean, North America, and Western Europe on an intermittent 
basis. The Port-au-Prince port does not suffer from congestion, 
operating at 30 percent of capacity. However, port charges are 
higher than in the United States. Cap-Haitien on the north coast, 
with limited facilities, is an intermittent port of call for cruise 
ships and small cargo vessels. Wharfage fees for imports destined 
for export assembly operations were reduced 10 percent in late 1985. 


Telephone service between Port-au-Prince and other Haitian locales 
is minimal. However, direct dial capability exists between the 
United States and Haiti. The state-owned communications company 
(TELECO) is currently expanding and modernizing Port-au-Prince's 
telephone system with U.N. and French assistance. Mail delivery, 
especially for packages and valuables or to nonpostal box addresses, 
is unreliable. Overnight courier service for documents and smal] 
packages between Miami and Port-au-Prince is available. 


Health and sanitation facilities at all social-economic levels are 
either limited in degree of sophistication or nonexistent. The vast 
majority of the population, including most of the relatively 
better-off factory employees in Port-au-Prince, does not have ready 
access to safe drinking water, adequate medical care or sufficient 
and nutritious food. There is little in the way of vocational or 
technical training, and with a literary, French language-based 
curriculum, the Haitian educational system is impractical in this 
largely Creole-speaking society. The highest quality education is 
found either in missionary or privately run schools. 


Labor. Management-labor relations are in a state of flux. During 
the Duvalier era, the labor scene was artificially calm and labor 
relations practices favored management. What little labor union 
activity that did occur tended to be non-confrontational in nature 
and emphasized improvements in working conditions rather than wage 
increases or political activities. There has been a marked change 
in labor relations after the fall of the Duvalier regime. From 
February through April 1986, a series of wildcat strikes were 
directed against both U.S. and Haitian firms. 
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These strikes were much a result of unrealistic expectations that 
arose throughout the Haitian society once the Duvalier regime was 
overthrown as they were the venting of emotions following the end of 
a 30-year era of repression. 


By and large these strikes were settled peacefully, generally due to 
salary hikes on the order of 10 percent, along with changes in piece 
rate structures or improved fringe benefits such as emergency loan 
funds, in-plant medical care or subsidized lunches. Since the end 
of April there also seems to have been a growing realization among 
employees that firms cutting back or ceasing operations were doing 
so because of disruptive labor practices. This realization led to 
reduction in strikes, so that by May, the labor scene had regained 
much of its former calm. 


There are three main labor groups in Haiti. The first and most 
moderate in tone is the Federation of Union Workers (FOS, its 
initials in French). By October 1986 there were 16 registered 
unions and another six unregistered unions within FOS. FOS, 
membership is about 2800, distributed among longshoremen, drivers 
and workers at the sugar and cement plants. FOS, a political group 
affiliated with the International Confederation of Free Trade 
Unions, has received assistance from the AFL-CIO's overseas arm, the 
American Institute for Free Labor Development (AIFLD). AIFLD has 
sent several members of the FOS hierarchy to the United States for 
training in labor relations and union organizing. In its efforts to 
encourage the growth of a political, responsible labor unions 
through FOS, AIFLD receives the support of the U.S. Government as 
well as the CNG. 


The two other active labor federations are the Autonomous Body of 
Haitian Workers, affiliated with the Latin American Workers Body 
(CATH/CLAT) and a rival splinter group CATH. Membership in both 
bodies is less than in FOS. CATH in particular has a left wing 
orientation. 


The position of labor unions in Haiti is a delicate one. The CNG, 
employers and, increasingly, workers realize that in a country with 
at last 50 percent under- or unemployment, unproductive or 
disruptive workers are easily replaced. The CNG desires the 
development of free, responsible labor unions. Haiti's desperate 
need for jobs and the transferrable nature of Haiti's 
labor-intensive foreign investments will require a mature, 
deliberate approach to labor management relations so that Haiti may 
continue to attract foreign investors. 


Agriculture. Haitian agriculture is primarily marginal, small-scale 
subsistence farming, employing about 65 percent of Haiti's work 
force. Peasants rely on primitive techniques, often using no more 
than hoes, picks, and machetes. Draft animals are rare and 
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mechanical impiements are practically unheard of for most farmers. 
Because of deforestation, erosion and the country's mountainous 
topography, only 30 percent of Haiti's land is deemed to be arable. 
Even so, over 40 percent is actually under cultivation. With the 
exception of sugar cane production, there are few large-size land 
holdings, and plantation farming is not practiced in Haitian 
agriculture. A typical farmer will own a few widely scattered smal] 
plots, with the average total holding 0.8 hectares. Ownership of 
land is a sensitive issue in the countryside, and it is often 
difficult to establish clear title to a piece of property. 
Accordingly, peasants are reluctant to improve their land for fear 
that someone with a better legal claim to it may take it from them. 
These factors hamper large-scale commercialization of agriculture, 
since successful investment would require the consolidation and 
subsequent improvement of many small holdings. 


In 1986 Haitian agriculture rebounded from the countrywide drought 
of the previous year. Spot droughts early in 1986 had no 
significant effect on agricultural production. While 1986 product 
levels are at pre-drought levels, the general trend is one of 
decline as an increasing population and continued erosion force more 
marginal land into production. 


Corn remains the major subsistence crop for Haitian peasant 

farmers. The 1985 production at 110,000 metric tons, was low due to 
a drought early in the year. However, a large increase in smuggled 
rice and wheat flour, competing staples, has slowed the rise in corn 
prices. 


Sorghum is the second staple crop. Its situation tracks that of 


corn: a return to pre-drought yields while facing an overall] 
decline in production, down 5 percent since 1970. The 1985 
production was 108,000 metric tons. 


The third staple crop, rice, is the only bright spot in Haitian 
agriculture. Production increases, at an annual average of 2.2 
percent since 1970, have matched that of population. The average 
yield per hectare is a quite respectable 2.5 metric tones. In 1986 
rice prices have shown a remarkable decline, from a $45-$48 range in 
1985, to a $32-$35 range for 100 pound bags. A sharp increase in 
smuggled rice from the United States since the fall of the Duvalier 
regime, rather than much higher production levels, accounts for most 
of this price decrease. 


Haiti produces no wheat, yet wheat flour is a major food item. 
Haiti meets its monthly wheat requirements of about 17,000 metric 
tons almost entirely from the concessional U.S. PL-480 Program. 
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Other suppliers in 1986 included Japan, which purchased a month's 
supply of wheat flour from the United States and then donated it to 
Haiti, France with about 5,000 metric tons, and West Germany with 
3,000 metric tons. The state-owned flour mill, the Minoterie 
d'Haiti, produced an average of 500 metric tons of flour per day. 
The Minoterie operates under a French technical assistance contract. 


An estimated 200,000 peasants grow coffee, Haiti's largest cash crop 
and agricultural export. Coffee provided about 32 percent of 
Haiti's exports, worth about $55 million in 1986. About 35 percent 
of Haiti's coffee is exported to the United States, 21 percent to 
Italy, 16 percent to France, and 15 percent to Belgium. Through the 
encouragement of USAID economic support funds, the coffee export tax 
was reduced in 1986 from 20 percent to 10 percent ad valorem, and in 
1987, it will be eliminated altogether. This will hopefully 
overcome the long-term decline in coffee yields that is due to 
erosion and inappropriate farming methods. 


One of the more dramatic stories in Haitian agriculture has been the 
export of mangoes to the United States. During FY 1986, Haiti 
exported 1.4 million cases of fresh mangoes worth about $6 million 
and provided a source of income for about 200,000 peasant farmers. 
After September, 1987 the U.S. Environmental Protection Agency wil] 
no longer allow Caribbean mango imports to be treated with ethylene 
dibromide, a pesticide used to control the Caribbean fruit fly. 
Therefore, USAID programs support the application of the alternative 
hot water dip pest control method and the marketing of Haitian 
tropical fruits and vegetables in the United States as part of the 
CBI. 


Investment. The CNG reaffirmed Haiti's long-standing commitment to 
free enterprise and an open foreign investment policy shortly after 
assuming power in February 1986. With USAID support, a mixed 
public/private sector consultative body has been established to 
discuss business and investment related issues. The United States 
is by far the largest foreign investor with approximately $130 
million invested in Haiti. Other countries with significant 
exposure in Haiti include Canada, France, and West Germany. The 
Overseas Private Investment Corporation (OPIC), a U.S. Government 
agency, actively promotes U.S. investment in Haiti. OPIC offers 
both political and foreign exchange covertibility risk insurance and 
financing assistance through direct loans and guarantees for private 
U.S. loans for firms investing in Haiti. 


Finance. The Government of Haiti has maintained an open foreign 
exchange system with the Haitian gourde fixed at five to one U.S. 
dollar since 1919. There are no official controls imposed on 
foreign exchange movements. In response primarily to past 
Government of Haiti budget and trade deficits which created a 
foreign exchange shortage, an informal foreign exchange “parallel” 
market for dollars sprung up in 1980. As of late 1986 the premium 
for dollars on the parallel market was 6 percent, down from a high 
of 20 percent early in the year. This decrease is a reflection 
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of the CNG's stricter accounting of Government of Haiti public 
finances, a slowdown in demand for imported goods and slower money 
supply growth. The parallel foreign exchange market adds to the 
cost of doing business for those firms that do not earn dollars 
through exports. The dollar shortage also hampers the legally 
unrestricted repatriation of profits and payments of invoices of 
foreign suppliers, again for those firms not earning dollars 
themselves. Under the stewardship of the current finance minister, 
the CNG has made some impressive public finance reforms with respect 
to income taxes, stricter accounting for Government of Haiti 
expenditures and revenues, banking and to bringing Haiti into 
compliance with financial stabilization targets. A number of 
unfiscalized payroll taxes and user fees have either been eliminated 
or brought into the official budget. Smuggling and evasion of 
customs duties, unfortunately, have reduced much needed customs 
revenues since February 1986. The International Monetary Fund (1.iF) 
and the World Bank have both completed reviews of the FY 1987 
Government of Haiti budget. Curbs on expenditures and monetary 
growth and inclusion of all revenues in the budget have bought the 
Government of Haiti into compliance with IMF and World Bank 
requirements for financial assistance for the first time since 1984. 


The CNG has reduced the Government's role in the economy by closing 
down state-owned Darbonne sugar mill and the ENAOL edible oi] 
refinery and by applying stricter audits to other state-owned firms 
such as the Minoterie and TELECO. Another budgetary reform is the 
CNG's effort to remove "ghost" workers from government payrolls and 
to audit government pensions to determine if annuitants are actually 
entitled to a pension. 


In the banking sector, the CNG has increased reserve requirements in 
order to curb monetary growth and to decrease pressure on the 
gourde. This measure's success may be partially seen in the reduced 
premium for the dollar on the parallel foreign exchange market. 
Government restrictions on interest rates for both deposits and 
loans have been loosened in order to encourage savings and introduce 
greater flexibility and competition in making loans. There are two 
U.S. banks operating in Haiti (Citibank and Bank of Boston) as well 
as one Canadian bank (Scotiabank) and one French bank (Banque 
Nationale de Paris). These banks offer a full range of services, 
although they cannot accept dollar accounts in Haiti. 


Foreign Aid. The end of the Duvalier regime has signaled renewed 
international interest in providing foreign assistance to Haiti. 
Just prior to the fall of Duvalier, the United States was preparing 
to terminate its $47 million foreign aid program in Haiti due to the 
Duvalier regime's continuing pattern of human rights abuses. 

Canada, Japan, and many Western European nations had for years 
provided only modest foreign assistance to Haiti as a sign of their 
displeasure with the Duvaliers. The change of government allowed 
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the United States to reinstate and increase its aid program to $87 
million for the remainder of FY 1986. Japan doubled its $5 million 
assistance budget for Haiti during the same period. Canada, France, 
the IDB, and the U.N. are committing themselves to increased foreign 
aid. Other donors include West Germany, Taiwan, and various private 
voluntary and religious organizations. 


The United States is planning to provide over $100 million in 
foreign assistance to Haiti in FY 1987. This assistance wil] 
include economic support funds that provide balance-of-payments 
assistance, agricultural commodities such as wheat, edible oil, and 
seed, and funds earmarked for development assistance projects. 

These projects are related to foreign investment promotion and job 
creation, rural development, health, literacy, irrigation, 
reforestation, and land conservation. Provided that the CNG 
continues to satisfy requirements for respecting human rights and to 
foster Haiti's movement towards democratic rule, the United States 
plans to provide up to $4 million in security assistance. This 
non-lethal assistance will consist of vehicles, communications gear, 
uniforms, and training in the United States. 


Industry. Haiti's industrial sector may be disaggregated into two 
sectors: (1) those firms manufacturing for local consumption and 
(2) export assembly operations. 


The former sector has benefitted from a long history of 
protectionism designed to stimulate growth through import 
substitution. The 1985 investment code eliminated some of the more 
onerous protectionist measures, such as the granting of monoply 
rights to firms satisfying 75 percent of local demand for a product 
and the imposition of both quotas and tariffs to protect locally 
made products. Further trade liberalization has occurred under the 
CNG with tariffs replacing quotas on 76 major imports and reduction 
of tariffs on many other items. 


The 140 odd export assembly enterprises account for about 30 percent 
of total manufacturing activity in Haiti. Taking off in the 
mid-1970's, Haiti's export industry was the fastest growing in the 
Caribbean. Because of relatively high international transport and 
utility costs and an almost complete lack of locally sourced inputs, 
Haitian export firms characteristically use imported raw materials 
in labor-intensive assembly processes for reexport, primarily to the 
United States. About 40,000 persons are now employed in export 
assembly operations, down from a high of about 60,000 in 1984. 


A large proportion of assembly firms start out as shelter operations 
in which a Haitian businessman provides workers, plant, and 
equipment, while the foreign buyer provides the raw materials and 
purchases all output. 
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This arrangement is preferred by the majority of the 250 U.S. firms 
represented in Haiti because it removes some of the risks inherent 
in foreign investment for a U.S. businessperson. As the U.S. buyer 
gains experience and confidence, the next step may be a joint 
venture or direct investment in order to gain more control over 
production and quality. 


Besides a lack of locally sourced raw materials, export assembly 
operations face a number of other obstacles. Haitian labor at the 
unskilled level is abundant and hard working. There is, however, a 
serious lack of skilled technical and lower-level management 
personnel. Some firms employ Dominican, Filipino, or Korean 
personnel to fill this gap. Another problem is the country's lack 
of reliable public services, including fire and police protection, 
medical care, transportation, power generation, and telephone 
service. 


Haitian society is highly personalized. Therefore, friendship and 
social responsibilities may carry more weight than commitment to 
legal rights and responsibilities. Labor unrest and occasional 
outbursts of public disorder have hurt Haiti's previously strong 
attraction for labor intensive investments. A few firms have left 
Haiti and others nave cut back their Haitian operations in favor of 
other Caribbean sites, resulting in the loss of 12,000 jobs in the 
export assembly sector over the past year. 


Trade. Most of Haiti's trade is with the developed world. The 
United States has consistently remained Haiti's leading trade 
partner. In recent years France and Italy have competed to become 
Haiti's second most important export market at around 12 percent 
each. Belgium, West Germany, the Netherlands, and Canada in that 
order are other leading markets for Haitian products. Following the 
United States' lead, most of Haiti's imports originate in Japan and 
Canada with over 6 percent each, with the other above-mentioned 
European countries, Taiwan, and Korea trailing. 


Preliminary figures indicate the Haiti's exports in FY 1986 totaled 
$212.3 million, a decline from the high of $217.3 million in FY 
1985. The most significant contribution to this total came from 
export assembly operations amounting to $124.2 million, a $2.7 
million decrease over FY 1985. Only about $30 million of these 
exports did not incorporate imported raw materials. Electronics 
components and textiles products were each over 30 percent of this 
total with toys and sporting goods following behind at over 20 
percent. Haiti is the world's largest producer of baseballs. 
Softballs, fishing tackle, and stuffed toys round out this 
category. An increased availability of textile quotas, compared to 
the Far East, has led to Haiti becoming an important exporter of 
children's clothing, sleepwear, dresses, and undergarments to the 
United States. Leather products are also assembled in Haiti for 
export. These include baseball and dress gloves, shoes, and 
handbags. 





= 


Despite the importance of export assembly operations, Haiti remains 
largely an agrarian economy. Exports of agricultural products in FY 
1986 were worth about $88 million, down from $90 million in FY 1985 
despite higher world prices for coffee (about $55 million in FY 1986 
versus $48 million in FY 1985). The second most valuable farm 
export is cocoa, which amounted to $4.5 million in FY 1986, down $3 
million from the previous year. Essential oils (principally aloe 
vera, vetiver, and orange peel) used in the pharmaceutical and 
cosmetics industries are also important agricultural exports. 


Haiti's imports totaled about $293 million in FY 1986, a decline 
from $334 million in FY 1985, due to the country's foreign exchange 
shortage and stagnating economy. The scarcity of natural resources, 
the poor soil quality, and the narrow, inefficient industrial base 
all require Haiti to import a wide variety of consumer goods, 
processed foodstuffs, raw materials for export assembly firms, and 
manufactured items. Manufactured items account for about 20 percent 
of Haiti's imports. With the exception of cement, most construction 
materials -- including hardware, plumbing articles, electrical 
supplies, and lumber -- are imported, mainly from the United 

States. All stationery, newsprint, and kraftboard for processing 
into cardboard are also imported. Virtually all raw materials used 
in the export assembly plants are imported from parent firms or 
suppliers in the United States and, to a lesser degree, Taiwan, and 
Korea. These imports include electronic components, textiles, 
plastics, and industrial machinery. Most medical supplies and 
pharmaceuticals are North American or West European sourced. Most 
motor vehicles are of Japanese origin. Machinery and transport 
equipment account for another 20 percent of imports. Shell, Esso, 
and Texaco supply all of Haiti's fuel and lubricants requirements, 
worth about $50 million annually. Foodstuffs (including beverages 
and tobacco) account for somewhat less than 20 percent of Haiti's 
imports, while chemical products and fats and oils each have less 
than 10 percent of the share of imports. 


III. IMPLICATIONS FOR U.S. BUSINESS 


Once the export assembly regains its former dynamism, the demand for 
imports of machinery and raw components used in the manufacture of 
clothing, electronic components, sporting goods, and toys will be 
healthy. Exports of tropical fruits and vegetables should enhance 
the Haitian market for imported testing and packaing equipment and 
materials. Increased foreign aid for infrastructure projects should 
result in tenders for construction equipment and materials and 
technical assistance contracts. A constraint to paying for expanded 
merchandise exports to Haiti will be Haiti's recurring dollar 
shortages. Potential exporters to Haitian customers not generating 
hard currency should expect delays in receiving payment. The use of 
confirmed letters of credit is advisable. 
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Concurrently, the drop in the value of the U.S. dollar is not 
expected to increase U.S. exports to Haiti since most Haitian trade 
is already conducted in dollar priced products. 


The best long-term prospect for U.S. business is investment in 
export assembly operations. There are several long-standing reasons 
for investors to consider Haiti as a prime location for 
labor-intensive light manufacturing plants in the Caribbean. The 
first reason is Haiti's proximity to North America. U.S. 
businesspeople count travel time in terms of hours rather than 

days. Haiti is in the same time zone as New York and Miami. 

Haitian entrepreneurs and managers are quite familiar with the U.S. 
market. A good number of U.S. businesspeople's Haitian counterparts 
are fluent in English and have been educated in the United States. 


Haiti's primary natural resource is its people. Widely recognized 
as industrious, Haitians have been found by U.S. businesspeople to 
be easily trained in light manufacturing assembly operations. 
Another attraction to investing in Haiti is the CBI. Inaugurated in 
1984, the CBI is a region-wide effort of the Reagan Administration 
to bring economic progress to designated Central American and 
Caribbean nations through increased private sector development. A 
major ingredient of the CBI is duty-free entry to the United States 
for over 3,000 products, assembled goods with at least 35 percent 
value added in a CBI designated country. Exempt from this duty-free 
treatment are textiles and apparel, footwear, canned tuna products, 
certain leather goods, and petroleum products. 


In September 1986 Haiti and the United States signed a new textile 
agreement under the provisions of section 807A of the U.S. tariff 
code. This agreement will allow duty-free imports into the United 
States of garments produced in Haiti from cloth made and cut in the 
United States in amounts substantially greater than allowed under 
the section 807 quotas. The 807A limits are Guaranteed Access 
Levels defined by Haiti's production capacity for a particular type 
of garment. This agreement is expected to greatly increase the 
potential for investment in garment assembly operations in Haiti. 
The Generalized System of Preference also allows preferential duty 
treatment for garments as well as other manufactured items from 
Haiti. 


In January 1985 the Government of Haiti announced a new progressive 
investment code. In a departure from past practices, the new code 
eliminated the distinction between domestic and foreign investment. 
In addition, it eased market entry for investors, and through fiscal 
incentives, encouraged domestic firms to export. The new code also 
established an appeals procedure for investor complaints and 
eliminated some protectionist barriers. 
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The end of the Duvalier regime has given Haiti a fresh image and a 
clean start in the international business arena. Haiti may not have 
a smooth road toward presidential elections. However, the CNG, as 
well as most responsible Haitian opinion-makers, recognize the 
absolute necessity of foreign investment for Haiti's future 
prosperity. Once investor confidence in Haiti's political climate 
becomes stronger, the positive, long-term economic reforms of the 
CNG, as well as the preferential duty programs of the United States, 
should result in significant growth in the economy as a whole and 
especially in Haiti's export assembly sector. 
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